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Financial Summary

December 31,

(in thousands) 2008 2007 2006 2005 2004
Revenue from continuing operations $3,364,515 $2,769,028 $1,822,446  $1,114,843 $865,237
Earnings from operations 131,561 55,245 22,228 43,647 48,283
Net earnings from continuing operations 84,181 41,040 17,600 30,837 33,834
Net earnings (loss) 83,497 73,402 (43,629) 55,632 44,312
Total assets 1,451,152 1,121,824 894,980 668,030 527,934
Membership* Revenues* Cash Flow from Diluted Earnings
in thousands in millions Operations in millions Per Share*
1250 $3500 $225 $2.00
1000 2800 180 1.60

750 2100 135 1.20

500 1400 90 0.80

250 700 I I a5 I 0.40 I I I

0 0 0 0.0

04 05 06 07 08 04 05 06 07 08

* from Continuing Operations
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For Centene, 2008 can be viewed as a year of focus,
commitment and operational progress. Despite an
incredibly tough economic environment, we were
able to deliver quality healthcare to recipients and
solid performance across our entire multi-line
healthcare enterprise, achieving diverse sources of
revenue and profit growth. The 2008 financial crisis
ushered in a global realignment in finance and busi-
ness structure, yet Centene'’s business model is con-
figured to grow in both good and challenging times.
We will remain focused and disciplined in this new
era. Most importantly, we must continue to be bal-
ance sheet managers — liquidity and capital adequacy
are prerequisites for the success of any business at
any time. Our relationship with providers will require
even more collaboration, and we will work especial-
ly closely with those providers who effectively bal-
ance quality and cost-effectiveness. We are and will
continue to be selective in our pursuit of new oppor-
tunities which meet our goals of long-term growth,
profitability and shareholder return. We will seek or
attempt to err on the side of conservatism. Finally,
we will explore and implement systems -enhance-
ments that will enable us to be more efficient.

We believe Centene is well positioned to help our
state partners during these difficult economic times,
when state budget shortfalls are a very sensitive and
critical issue. That is why it is more important than
ever that we demonstrate our ability to deliver real
value and improved health outcomes to our members.
As the need for affordable healthcare increases, states
are more reliant than ever on Medicaid Managed Care
companies to help stretch budget dollars. They dep-
end on us to provide their Medicaid beneficiaries with
access to quality healthcare in a cost-effective man-
ner. The need for quality healthcare and broader
coverage of the uninsured is also a high priority for
Centerne. We are committed to helping our state part-
ners weather this financial storm, but we expect to
maintain our focus on producing consistent and ade-
quate returns for our investors.

Michael F. Neidorff,
Chairman, President and Chief
Executive QOfficer

Financial Highlights

During 2008, total revenues from continuing opera-
tions increased 21.5% to $3.4 billion from $2.8 billion
in 2007. Earnings per diluted share from continuing
operations for 2008 were $1.90, compared to $0.92 for
the prior year. Earnings per diluted share were $1.88
for 2008, compared to $1.64 for 2007. In addition, we
ended 2008 with 1.2 million members, representing
membership growth of 8.8% over 2007. Operating
cash flows were robust once again in 2008 at $222.0
million, representing 2.6 times net income from con-
tinuing operations. At December 31, 2008, our balance
sheet was strong, with cash and investiments of $822.1
million, including $798.0 million held by regulated
entities and $24.1 million held by unregulated entities.
Our disciplined approach to managing our entire busi-
ness led to improvements in the Health Benefits Ratio
(HBR) and General and Administrative (G&A) exp-
ense ratio in 2008. The most notable HBE progress
occurred with our Ohio Aged, Blind or Disabled
(ABD) population. Through network streamlining and
methodical medical management, we maintained
quality, resulting in improved outcomes and a more
cost-effective system. Throughout 2008, we focused
on better leveraging and reducing our G&A expenses,
and we expect continued improvement over the next
18 months as our systems infrastructure investments
are expanded and implemented.

Our investiment and other income for 2008 decreased
$2.7 million from 2007 to $21.7 million, primarily
reflecting a-lower interest rate environment due to
Federal Reserve actions and a one-time, pretax loss
on investments of $4.5 million, recorded in the third




quarter of 2008. We estimate our regulated capital
and surplus to be in excess of 330% of risk-based capi-
tal or RBC requirements. We maintain appropriate
and consistent reserving methodologies and days
claims payable (DCP) remained steady in the
mid-to-high 40s level throughout 2008.

Disciplined Growth

We undertook several initiatives to expand our
presence through both product and market diversi-
fication in 2008. In April, we began operating under
a new contract with Texas to provide statewide
managed care to participants in the Texas Foster
Care program. This innovative program, which
coordinates care for children in foster care through
a constantly updated, electronic community health
record known as a “Health Passport,” was the first of
its kind in the country, and one we hope to export to
other states. Our ability to meet the behavioral care
needs of this population with our own subsidiary —
Cenpatico — enhances quality with optimal coordi-
nation of care.

On July 1st, we acquired Celtic Insurance Company,
a health insurance carrier focused on the individual
health insurance market. This acquisition gives us the
opportunity to work with states to design innovative
new coverage solutions for the 45.7 million uninsured
Americans. We feel Celtic's individual health plan
skill set both complements and enhances Centene’s
Medicaid health plan expertise and allows us to meet
the diverse needs of different states by expanding
access to healthcare to more of their citizens.

We commenced operations on October 1st to pro-
vide acute care services to Medicaid recipients in the
Yavapai service area of Arizona. This is the third
product for which a contract has been awarded to
Centene by the state of Arizona.

In December, we received notification of approval
to serve Florida Medicaid members on a full-risk
basis. Our wholly-owned subsidiary, Sunshine State
Health Plan, began enrolling members on February
1, 2009.

Our South Carolina presence continues to grow as
we ramp up membership in our subsidiary Absolute
Total Care. Effective March 1, 2009, we acquired cer-
tain assets of Amerigroup’s South Carolina subsidiary
and added approximately 14,000 lives to our existing
membership base. This strategic acquisition of assets
is consistent with our portfolio approach to managing
our business - in essence, deploying capital in a fash-
ion that allows us to achieve the scale necessary to
meet or exceed our targets for margins and returns.

It should further enhance the positioning of our
subsidiary by strengthening our platform for future
organic growth throughout South Carolina.

Also consistent with our portfolio approach, we
announced our intent to exit from the New Jersey
market in November and classified the New Jersey
health plan as discontinued operations effective with
the fourth quarter of 2008. Our disciplined market
share strategy for New Jersey was not being realized
at the level of operational and financial efficiency
necessary to further cultivate it as a long-term mar-
ket investment.

Information Technology Update

As part of our ongoing efforts to maintain quality,
enhance operating efficiencies and effectively sup-
port Centene’s growth, we continued updating our
systems infrastructure throughout 2008. We cur-
rently have several projects underway, which will
be rolled out in phases throughout 2009 and 2010.
Our efforts focus on enhancing operating process-
es, including medical management, provider con-
tracting, claims processing and other back-office
functions. The information technology investments
are intended to allow us to offer even more func-
tionality for our providers and to develop addition-
al new products and services for our customers,
such as our successful Health Passport. We also
remain focused on streamlining our organization
through systems enhancements.

Growing Organizational Profile:

A Commitment to Quality

A company can be defined by its human capital
just as fully as it can by its business capabilities.
The management development efforts that began
two years ago, particularly at the executive level,
have enhanced Centene’s organizational profile as
an innovative leader in managed care. We have con-
tinued that focus into 2008 and are pleased to have
attracted several outstanding professionals. Donald
G. Imholz was appointed a corporate Senior Vice
President and Chief Information Officer in September.
He brings significant Information Technology (IT)
experience and leadership to this position, where
he manages Centene’s growing operating systems
and oversees its infrastructure enhancement. Most
recently, he was an independent consultant across
various industries. Prior to that, Mr. Imholz was an
employee of Boeing for almost 33 years, where he
held a number of positions, including Vice President,
IT, and CIO of Boeing’s Integrated Defense Systems.
We also made some key new hires to enhance leader-
ship at our health plans.



Steven A. White joined in July as President and Chief
Executive Officer (CEO) of Buckeye Community
Health Plan in Ohio. Patrick J. Rooney moved from
his corporate position as Vice President of Health
Plan Finance to President and CEO of Centene's
Indiana subsidiary, Managed Health Services, in
August. Sherry B. Husa, became President and CEO
of Centene’s Wisconsin subsidiary, also named
Managed Health Services, in September. In October,
Patrick M. Healy was named President and CEO of
our Georgia subsidiary, Peach State Health Plan. Most
recently, Aaron A. Brace was appointed President
and CEO of Centene’s South Carolina subsidiary,
Absolute Total Care.

We are confident that these recent appointments
will support Centene as we manage our next level
of growth.

In recognition of Centene’s quality-driven operations,
and as a reflection of our commitment to provide
better health outcomes by adhering to the highest
industry standards for our health plans and specialty
companies, we were pleased that our Georgia
subsidiary, Peach State Health Plan (Peach State),
recently received Accreditation Status by the National
Committee for Quality Assurance (NCQA) under its
New Health Plan Accreditation Program for the peri-
od from December 12, 2008 through December 12,
2011. Peach State has served the Georgia Medicaid
and PeachCare for Kids population in partnership
with the Georgia Families Program since 2006.

Nurtur, an innovative life, health and wellness
company based in Farmington, CT, that is part of
Centene’s specialty services segment, also was sin-
gled out for recognition by NCQA. Nurtur received
full, three-year Disease Management Accreditation
for its coronary artery disease, diabetes and heart
failure program beginning December 12, 2008.
NCQA also renewed Nurtur’s accreditation for its
asthma and chronic obstructive pulmonary disease
(COPD) programs.

The Future: Medicaid and the Uninsured

In 2009 and beyond, our multi-line strategy will
remain the cornerstone of our growth plan. We
believe that the combination of our health plans and
specialty companies gives Centene a compelling
competitive advantage by driving better coordina-
tion of services, leading to a more seamless delivery
of medical care and greater cost-effectiveness.

Moreover, Centene’s multi-line strategy creates a
wider array of internal resources that helps us

develop more innovative products and services. For
example, our enhanced Start Smart for Your Baby”
program helped us identify and case manage more
members earlier in their pregnancies, which has
resulted in a decrease in newborn admissions and
stillborn rates. In addition, our flu prevention pro-
gram resulted in a 13.5% increase in vaccination
rates among our members in 2008. Our breadth of
products allows us to bid on a variety of contracts
and also drives cross-selling opportunities.

According to the U.S. Census Bureau, there were 83
million individuals covered by government health
insurance and another 45.7 million that were unin-
sured as of December 31, 2007. State decision-makers
therefore play a vital role in ensuring access to quality
and affordable healthcare. Decisions that states face
regarding healthcare are complex and require balanc-
ing the needs of many constituencies. Centene works
with states to create innovative solutions that address
the distinct needs of these diverse populations. Our
acquisition of Celtic gives us new capabilities that sig-
nificantly expand our growth opportunities by helping
states solve their uninsured problems with potential
coverage solutions.

While it’s too early to gauge the impact and timing
of the federal stimulus bill in specific states, its pas-
sage will serve as an additional resource for state
Medicaid budgets. Our focus will remain on serving
and growing our business. In addition, the Children’s
Health Insurance Reauthorization Act of 2009 exp-
ands the seven million children currently covered
under the CHIP program by approximately four mil-
lion additional children, including legal immigrants.

We are proud of what our team has accomplished
in 2008 and look forward to building on that suc-
cess in 2009 and beyond. Guided by our mission,
we remain dedicated to producing better health
outcomes at lower costs and will continue to work
closely with our state partners. Most importantly,

I would like to thank our employees for their com-
mitment to our goal of “Reaching for the Summit,”
and our shareholders for their support and interest
in our Company.

Sincerely,

Ml%%

Michael F. Neidorff
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We are a multi-line healthcare enterprise, committed
to strategically growing our two operating segments —
Medicaid Managed Care and Specialty Services.
Our Medicaid Managed Care segment provides health
plan coverage to individuals through government-
sponsored programs, including Medicaid, the
Children’s Health Insurance Program (CHIP), Foster
Care, Medicare Special Needs Plans (SNPs) and
Supplemental Security Income Program, also known
as the Aged, Blind or Disabled Program (ABD).

The Medicaid market is significant. Medicaid is one
of the largest publicly funded programs in the United
States and makes up one of the biggest components
of state budgets. According to the federal Centers for
Medicare and Medicaid (CMS), the Medicaid market
currently stands at over $330 billion and spending on
Medicaid is expected to substantially outpace the
rate of growth of the U.S. economy over the next
ten years. More states are choosing to shift their
Medicaid population into managed care settings from
traditional fee-for-service as a means of providing
higher quality healthcare while controlling costs.

December 31, 2008

73% of our membership, CHIP (including Foster
Care) accounted for 22% of our membership, and
ABD (including SNPs, which address our small
Medicare membership) accounted for 5% of our
membership.

CNC Health Plan Membership Breakdown

lsm ABD & Special Needs Plans, 5%
B CHIP & Foster Care, 22%
B Medicaid, 73%

Our Specialty Services segment complements and
enhances our Medicaid Managed Care business by
providing cross-selling opportunities, greater diversity
of our revenue and profit streams, and a more seam-
less delivery of medical care and therefore greater
efficiencies. In 2004, Specialty Services accounted
for less than 1% of Centene’s annual revenue. In 2008,
this segment has grown to account for 21% of our
total annual revenue. It now includes: Cenpatico,
which manages behavioral healthcare for members
through a contracted network of providers; Nurtur,
which specializes in implementing life and health
managerent programs; Bridgeway, which provides
long-term care services; OptiCare, which manages
vision benefits for members through a contracted
network of providers; NurseWise and Nurse
Response, which provide 24/7 telehealth services
offering healthcare advice and assistance; and US
Seript, a pharmacy benefits manager (PBM).




Through these segments, we offer a vast array of
products and services suitable for a diverse group of
people, including:

Medicaid — health insurance program for low-
income parents and children, the elderly and individ-
uals with disabilities. Historically, children have rep-
resented Medicaid’s largest eligibility group. This
segment includes TANF, or Temporary Assistance to
Needy Families.

CHIP, Children’s Health Insurance Program —
designed to cover uninsured children in families
who earn too much to qualify for Medicaid, but not
enough to afford private health coverage. Some
states include the parents of these children in their
CHIP programs.

ABD, Aged, Blind or Disabled - covers low-income
individuals with chronic physical disabilities or
behavioral impairments. ABD currently makes up
24% of the Medicaid population, but accounts for
70% of the costs. Due to their critical health issues,
ABD recipients tend to utilize more services and
consequently incur greater expenses.

Special Needs Plan (SNP) — a Medicare Advan-
tage coordinated care plan designed for individuals
with special needs. The Medicare Prescription Drug
Improvement and Modernization Act of 2003 identi-
fies special needs individuals as 1) institutionalized

Specialty
4 e
Companies

CENTENE

orporation

w)

\. Health Plans .

2) dually-eligible and/or 3) individuals with severe or
disabling chronic conditions. Centene’s relatively
small effort focuses on dually-eligible (Medicare and
Medicaid) individuals.

Foster Care - statewide managed care services to
children in foster care. In April 2008, we began oper-
ating under a new contract with Texas. A key feature
of this program is an innovative, electronic “Health
Passport,” which Centene created to display and
update a child’s medical care, including pharmacy
prescriptions, mental and behavioral assessments,
lab records and claims data. Since foster care chil-
dren move frequently, often without forwarding
addresses, the Health Passport becomes a portable
record, critical to reducing the amount of redundant
medical tests and immunizations as well as to main-
taining accurate and up-to-date medical histories of
this vulnerable constituency. The Texas Foster Care
program also provides us with an opportunity to
integrate our Specialty Services companies, particu-
larly our behavioral health company, Cenpatico,

as foster children tend to have behavioral health
needs, often the by-product of chronic homeless-
ness. At December 31, 2008, there were 33,100
members enrolled in the program. We anticipate
that our Texas Foster Care program could become
a template for future launches in other states.

~ Arizona
Florida SAccess '%smsm’ry
Health Solutions Health Plan
g
i i Peach Stat
Georgia (7 Feaih Hiam-
Blo
Indiana mM‘HS
Ohio BuckeyeQ
Commiunity Health' Plan,
South
Carolina
Texas
\ Wisconsin




‘¢ Celtic allows us to offer afford-
able solutions to people who
may not qualify for traditional
Medicaid coverage and would
otherwise go without any
health insurance. >’

Individuals ~ affordable solutions for people who
may not qualify for traditional Medicaid coverage
and would otherwise go without any health insur-
ance. In July 2008, we completed the acquisition of
Celtic Insurance Company, a national individual health
insurance provider, licensed in 49 states. Frederick J.
Manning has joined Centene as Excutive Vice Presi-
dent and remains as Celtic’s CEO. Headquartered in
Chicago, Celtic provides high-quality, affordable health
insurance to individuals and their families. As unem-
ployment levels continue to rise, more Americans will
lose their health insurance. With Celtic, we can meet
the diverse needs of the uninsured population at vary-
ing budget and benefit levels.

Of the 45.7 million uninsured Americans, roughly 26%
or 11.4 million are eligible for government-sponsored
programs such as those offered by Centene’s health
plans; 44% or 20.1 million are low-income individuals
ineligible for government programs; and 31% or 14.2
million are higher income individuals and eligible for
one of Celtic’s individual health solutions.

Celtic provides individual health insurance capabili-
ties that complement Centene’s multi-line approach
to covering the 45.7 million uninsured Americans.

Eligible for government programs
CNC Medicaid Managed Care Segment

B Low Income — not eligible for
government programs (less than $50,000)
Hybrid Approach — combines low-cost,
managed care models with Celtic individual
health insurance and underwriting expertise

B Higher Income ($50,000 or more)
Celtic Individual Health Solutions

Source: Centene estimates based on US Census Bureau data, August ‘08

We firmly believe Celtic is a natural extension of our
core business, complementing our Medicaid health-
care expertise and will be critical to enabling Centene
to become a leader in state-linked individual health
insurance. Our partnership will lead to product inno-
vation to better serve states’ diverse coverage needs.
As a leading individual health insurer nationwide,
Celtic also has an invaluable perspective into the pri-
vate and public healthcare sectors within each state.

Long-Term Care — services to those individuals
with a chronic iliness or disability that meet income
and resource requirements and are at risk of being
or already are institutionalized. Medicaid is the
largest source of financing for long-term care, and
the majority of its recipients come from the ABD
population, which is continuing to grow rapidly.
Most Medicaid-funded, long-term care recipients are
receiving services in traditional, fee-for-service pro-
grams, and not through a Medicaid managed care
program. With Bridgeway, we believe we can expand
the managed care model, while generating cost sav-
ings and producing improved health outcomes, to
this higher acuity population. Bridgeway commenced
operations in October 2006 and currently has mem-
bers in the Maricopa, Yuma and La Paz counties

of Arizona. Based on the success of our existing
operations, Bridgeway was awarded an Acute Care
contract for the Yavapai service area in Arizona
and began providing acute care services to this
population in October 2008.

Local Approach

Centene is strongly committed to making a positive
difference in communities where we have a presence.
Our health plans participate in numerous national
causes, including the March of Dimes, National
Alliance on Mental Illness, and the United Way. In
our signature local approach, we demonstrate our
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dedication to improving health outcomes through

our support of health-related causes, educational out-
reach and community-based programs. Ever mindful
of our core values, we strive to pave the way toward a
healthier future for the people whose lives we touch
by providing accessible, high-quality, and culturally
sensitive healthcare services to our members.

We are particularly pleased with the active contribu-
tion we can make through the Centene Foundation
for Quality Healthcare, which supports proactive
and innovative strategies that improve the quality
of healthcare for low-income individuals and fami-
lies. The foundation seeks to promote efforts and
activities that identify and address core causes of

~ Solutions for
Individuals and
the Uninsured

Life & Health
Management

Long-Term Care

Behavioral Health @ CENFATICO

Vision Benefits

nurtur
ScriptAssist

Telehealth
Services

& Medication
Adherence

Nurse@2Wise"

1 ﬁNurse
aanResponse

AB-A
I Academic Behavioral Alternatives™

CENPATICO
OF ARIZONA

2 OptiCare

MANAGED Vision

‘- Pharmacy Benefits Usscnpt

unequal access and treatment in healthcare. The
Centene Foundation has supported initiatives and
organizations such as: the Texas Parent to Parent
Medical Education Program (MEP), which works
with pediatric and family practice residents, as well
as other medical professionals, to expand their per-
spective of the needs of children with disabilities and
chronic illnesses; the Health Connections Network,
which funds additional case management services
for individuals in the Access to Care Program, the
first and only comprehensive collaborative effort in
Summit County, Ohio, to provide free or low-cost
health insurance to the uninsured poor; and the
Arizona Health Care Foundation, which receives
funding to provide scholarships to qualified individ-
uals who currently work in long-term care to con-
tinue formal education in the healthcare fields.

No contribution can be greater or have a deeper
impact than that performed by an individual. We
are especially proud of Centene employees who
give back to the community and country through

~ selfless service, compassion and patriotism. Centene

was honored in December 2008 to receive a Patriot
Award from the Employer Support of the Guard

-and Reserve (ESGR), a staff organization within the

U.S. Department of Defense. Patriot Awards are
presented to corporations that demonstrate out-
standing support for employee participation in the
National Guard and Reserve Forces.




Quarterly Selected Financial Information wnaudited)

For the Quarter Ended,

March 31, June 30, September 30, December 31,
(In thousands, except share data and membership data) 2008w 2008 2008 2008
Total revenues $779,228 $823,930 $858,599 $902,758
Net earnings from continuing operations 24,933 17,883 18,099 23,266
Discontinued operations, net of tax 690 320 149 (1,843)
Net earnings $ 25,623 $ 18,203 $ 18,248 $ 21,423
Per share data:
Basic:
Continued operations $ 057 $ 041 $ 0.42 $ 054
Discontinued operations 0.02 0.01 - (0.04)
Basic earnings per common share $ 059 $ 042 $ 042 $ 050
Diluted:
Continued operations $ 0.56 $ 040 $ 041 $ 053
Discontinued operations 0.01 0.01 - (0.04)
Diluted earnings per common share $ 057 $ 041 $ 041 $ 049
Period end membership 1,100,300 1,152,300 1,174,800 1,184,800

(1) Includes $20.8 million pre-tax premium revenue for the Georgia premium rate increase for July 1, 2007 — December 31, 2007.
(2) Includes a $3.7 million pre-tax charge primanrily for asset impairments and employee severance related to the sale of the New Jersey health plan,
included in discontinued operations.

For the Quarter Ended,

March 31, June 30, September 30, December 31,
(In thousands, except share data and membership data) 2007 20070 2007 2007
Total revenues $627,598 $691,171 $710,437 $739,822
Net earnings from continuing operations 10,482 11,171 17,756 1,631
Discontinued operations, net of tax 27,729 6,611 (1,820) (158)
Net earnings $ 38,211 $ 17,782 $ 15,936 $ 1473
Per share data:
Basic:
Continued operations $ 024 $ 026 $ 041 $ 004
Discontinued operations 0.64 0.15 (0.04) (0.01)
Basic earnings per common share $ 0.88 $ 041 $ 037 $ 0.03
Diluted:
Continued operations $ 023 $ 025 $ 040 $ 004
Discontinued operations 0.62 0.15 (0.04) (0.01)
Diluted earnings per common share $ 085 $ 040 $ 036 $ 003
Period end membership 1,044,200 1,072,400 1,079,000 1,089,300

(1) Includes a $3.0 million pre-tax cash contribution of a portion of the FirstGuard sale proceeds to the Company’s charitable foundation.
(2) Includes $4.2 million pre-tax premiwm revenue refund to the State of Indiana and a $9.4 million pre-tax charge for impairment and restructuring.

10



Selected Financial Data

Year Ended December 31,

(In thousands, except share data) 2008 2007 2006 2005 2004
Consolidated Statements of Operations:
Revenues:
Premium $3,199,360 $2,611,953 $1,707,439 $1,095,308 $ 851,794
Premium tax 90,202 76,567 35,848 6,079 4911
Service 74,953 80,508 79,159 13,456 8,532
Total revenues 3,364,515 2,769,028 1,822,446 1,114,843 865,237
Expenses:
Medical costs 2,640,335 2,190,898 1,436,371 897,077 692,348
Cost of services 56,920 61,348 60,287 5,608 7,771
General and administrative expenses 444,733 384,970 267,712 162,432 111,924
Premium tax expense 90,966 76,567 35,848 6,079 4,911
Total operating expenses 3,232,954 2,713,783 1,800,218 1,071,196 816,954
Earnings from operations 131,561 55,245 22,228 43,647 48,283
Other income (expense):
Investment and other income 21,728 24,452 15,511 8,417 6,066
Interest expense (16,673) (15,626) (10,5674) (3,985) (680)
Earnings from continuing operations
before income taxes 136,616 64,071 27,165 48,079 53,669
Income tax expense 52,435 23,031 9,665 17,242 19,835
Net earnings from continuing operations 84,181 41,040 17,600 30,837 33,834

Discontinued operations, net of income
tax (benefit) expense of $(281), $(31,563),

$12,412, $12,982, and $6,140, respectively (684) 32,362 (61,229) 24,795 10,478
Net earnings (loss) $ 83,497 $ 73402 $ (43,629) $ 55,632 $ 44312
Net earnings (loss) per common share:
Basic:
Continuing operations $ 1.95 $ 095 % 0.41 $ 073 % 0.83
Discontinued operations (0.02) 0.74 (1.42) 0.58 0.26
Basic earnings (loss) per common share $ 1.93 $ 1.69 $ 1.0 $ 1.31 $ 1.09
Diluted:
Continuing operations $ 1.90 $ 092 % 039 % 0.69 $ 0.78
Discontinued operations (0.02) 0.72 (1.37) 0.65 0.24
Diluted earnings (loss) per common share $ 1.88 % 164  $ 098 $ 124  $ 1.02

Weighted average number of common
shares outstanding:
Basic 43,275,187 43,539,950 43,160,860 42,312,522 40,820,909
Diluted 44,398,955 44,823,082 43,613,622 45,027,633 43,616,445

December 31,

(In thousands) 2008 2007 2006 2005 2004
Consolidated Balance Sheet Data:

Cash and cash equivalents of continuing operations $ 370,999 $ 267,305 $ 237,514 $ 112,269 $ 55,850
Investments and restricted deposits 451,058 369,545 174,431 163,489 186,777
Total assets 1,451,152 1,121,824 894,980 668,030 527,934
Medical claims liabilities 373,037 313,364 232,496 123,102 121,790
Long-term debt 264,637 206,406 174,646 92,448 46,973
Total stockholders’ equity 501,272 415,047 326,423 352,048 271,312

11
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Our common stock has been listed for trading on
the New York Stock Exchange under the symbol
“CNC” since October 16, 2003 and on the Nasdaq
National Market under the symbol “CNTE” from
December 13, 2001 to October 15, 2003. The graph
above compares the cumulative total stockholder
return on our common stock for the period from
December 31, 2003 to December 31, 2008, with
the cumulative total return of the New York Stock
Exchange Composite Index, and the Morgan Stanley
Health Care Payor Index over the same period.
The graph assumes an investment of $100 on
December 31, 2003 in our common stock (at the
last reported sale price on such date), the New
York Stock Exchange Composite Index and the
Morgan Stanley Health Care Payor Index, and
assumes the reinvestment of any dividends.

Other Information

We included as Exhibits 31.1 and 31.2 to our Annual
Report on Form 10-K for fiscal year 2008 filed with
the Securities and Exchange Commission certifi-
cates of our Chairman and Chief Executive Officer
and our Chief Financial Officer, certifying the quality
of our public disclosure. We submitted to the New
York Stock Exchange a certificate of our Chairman
and Chief Executive Officer certifying, for the prior
fiscal year, that he is not aware of any violation by
us of New York Stock Exchange corporate gover-
nance listing standards.
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FORWARD-LOOKING STATEMENTS

All statements, other than statements of current or historical fact, contained in this filing are forward-
looking statements. We have attempted to identify these statements by terminology including “believe,”
“anticipate,” “plan,” “expect,” “estimate,” “intend,” “seek,” “target,” “goal,” “may,” “will,” “should,” “can,
“continue” and other similar words or expressions in connection with, among other things, any discussion of
future operating or financial performance. In particular, these statements include statements about our market
opportunity, our growth strategy, competition, expected activities and future acquisitions, investments and the
adequacy of our available cash resources. These statements may be found in the various sections of this filing,
including those entitled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations,” Part I, Item 1A. “Risk Factors,” and Part I, Item 3 “Legal Proceedings.” Readers are cautioned
that matters subject to forward-looking statements involve known and unknown risks and uncertainties,
including economic, regulatory, competitive and other factors that may cause our or our industry’s actual
results, levels of activity, performance or achievements to be materially different from any future results, levels
of activity, performance or achievements expressed or implied by these forward-looking statements. These
statements are not guarantees of future performance and are subject to risks, uncertainties and assumptions.
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All forward-looking statements included in this filing are based on information available to us on the date
of this filing. Actual results may differ from projections or estimates due to a variety of important factors,
including:

*  our ability to accurately predict and effectively manage health benefits and other operating expenses;

*  competition;

¢ changes in healthcare practices;

*  changes in federal or state laws or regulations;

* inflation;

*  provider contract changes;

* new technologies;

*  reduction in provider payments by governmental payors;

*  major epidemics;

¢ disasters and numerous other factors affecting the delivery and cost of healthcare;

*  the expiration, cancellation or suspension of our Medicaid managed care contracts by state
governments;

*  availability of debt and equity financing, on terms that are favorable to us; and

*  general economic and market conditions.

Item 1A “Risk Factors” of Part I of this filing contains a further discussion of these and other important
factors that could cause actual results to differ from expectations. We disclaim any current intention or
obligation to update or revise any forward-looking statements, whether as a result of new information, future
events or otherwise. Due to these important factors and risks, we cannot give assurances with respect to our
future premium levels or our ability to control our future medical costs.



PART I

Item 1. Business

OVERVIEW

We are a multi-line healthcare enterprise operating in two segments: Medicaid Managed Care and
Specialty Services. Our Medicaid Managed Care segment provides Medicaid and Medicaid-related health plan
coverage to individuals through government subsidized programs, including Medicaid, the State Children’s
Health Insurance Program, or SCHIP, Foster Care, Medicare Special Needs Plans and the Supplemental
Security Income Program, also known as the Aged, Blind or Disabled Program, or collectively ABD. Medicaid
currently accounts for 73% of our membership, while SCHIP (also including Foster Care) and ABD (also
including Medicare) account for 22% and 5%, respectively. Our Specialty Services segment provides specialty
services, including behavioral health, individual health insurance, life and health management, long-term care
programs, managed vision, nurse triage, and pharmacy benefits management to state programs, healthcare
organizations, employer groups and other commercial organizations, as well as to our own subsidiaries. Our
Specialty Services segment also provides a full range of healthcare solutions for the rising number of
uninsured Americans.

During 2008, we announced our intention to sell certain assets of University Health Plans, Inc. This
pending sale is discussed in detail under the caption “Discontinued Operations” under “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations.” Accordingly, our New Jersey
health plan operations are presented as discontinued operations for all periods in our consolidated financial
statements beginning with this Annual Report on Form 10-K. The following discussion and analysis is
presented primarily in the context of continuing operations unless otherwise identified. For the year ended
December 31, 2008, our revenues, total cash flow from operations, and net earnings were $3.4 billion,
$222.0 million and $84.2 million, respectively.

Our Medicaid Managed Care segment membership totaled approximately 1.2 million as of December 31,
2008, while our Specialty Services segment external membership totaled 163,100. We currently have health
plan subsidiaries offering healthcare services in Arizona, Georgia, Indiana, Ohio, South Carolina, Texas and
Wisconsin, as well as New Jersey. Additionally, effective in July 2007, we acquired a minority interest in
Access Health Solutions, LLC, or Access, which provides managed care on a non-risk basis for Medicaid
recipients in Florida. In February 2009, we began operations in Florida through our wholly-owned subsidiary,
Sunshine State Health Plan, Inc. We provide member-focused services through locally based staff by assisting
in accessing care, coordinating referrals to related health and social services and addressing member concerns
and questions. We also provide education and outreach programs to inform and assist members in accessing
quality, appropriate healthcare services.

We believe our local approach to managing our health plans, including provider and member services,
enables us to provide accessible, quality, culturally-sensitive healthcare coverage to our communities. Our
health management, educational and other initiatives are designed to help members best utilize the healthcare
system to ensure they receive appropriate, medically necessary services and effective management of routine,
severe and chronic health problems, resulting in better health outcomes. We combine our decentralized local
approach for care with a centralized infrastructure of support functions such as finance, information systems
and claims processing.

Our initial health plan commenced operations in Wisconsin in 1984. We were organized in Wisconsin in
1993 as a holding company for our initial health plan and reincorporated in Delaware in 2001. Our corporate
office is located at 7711 Carondelet Avenue, St. Louis, Missouri 63105, and our telephone number is
(314) 725-4477. Our stock is publicly traded on the New York Stock Exchange under the ticker symbol
“CNC”



INDUSTRY

We provide our services to organizations and individuals primarily through Medicaid, SCHIP, Foster Care
and ABD programs. The federal Centers for Medicare and Medicaid Services, or CMS, estimated the total
Medicaid market was approximately $311 billion in 2006, and estimate the market will grow to $720 billion
by 2017. According to the most recent information provided by the Kaiser Commission on Medicaid and the
Uninsured, Medicaid spending increased by 5.3% in fiscal 2008 and states appropriated an increase of 5.8%
for Medicaid in fiscal 2009 budgets.

Established in 1965, Medicaid is the largest publicly funded program in the United States, and provides
health insurance to low-income families and individuals with disabilities. Authorized by Title XIX of the
Social Security Act, Medicaid is an entitlement program funded jointly by the federal and state governments
and administered by the states. The majority of funding is provided at the federal level. Each state establishes
its own eligibility standards, benefit packages, payment rates and program administration within federal
standards. As a result, there are 56 Medicaid programs— one for each U.S. state, each U.S. territory and the
District of Columbia. Many states have selected Medicaid managed care as a means of delivering quality
healthcare and controlling costs, including states that automatically enroll Medicaid recipients who don’t select
a health plan. We refer to these states as mandated managed care states. Eligibility is based on a combination
of household income and assets, often determined by an income level relative to the federal poverty level.
Historically, children have represented the largest eligibility group.

Established in 1972, and authorized by Title XVI of the Social Security Act, ABD covers low-income
persons with chronic physical disabilities or behavioral health impairments. ABD beneficiaries represent a
growing portion of all Medicaid recipients. In addition, ABD recipients typically utilize more services because
of their critical health issues.

The Balanced Budget Act of 1997 created SCHIP to help states expand coverage primarily to children
whose families earned too much to qualify for Medicaid, yet not enough to afford private health insurance.
Some states include the parents of these children in their SCHIP programs. SCHIP is the single largest
expansion of health insurance coverage for children since the enactment of Medicaid. Costs related to the
largest eligibility group, children, are primarily composed of pediatrics and family care. These costs tend to be
more predictable than other healthcare issues which predominantly affect the adult population.

A portion of Medicaid beneficiaries are dual eligibles, low-income seniors and people with disabilities
who are enrolled in both Medicaid and Medicare. According to CMS, there were approximately seven million
dual eligible enrollees in 2006. These dual eligibles may receive assistance from Medicaid for Medicaid
benefits, such as nursing home care and/or assistance with Medicare premiums and cost sharing. Dual eligibles
also use more services due to their tendency to have more chronic health issues. We serve dual eligibles
through our ABD and long-term care programs, and beginning in 2008, through Special Needs Plans.

While Medicaid programs have directed funds to many individuals who cannot afford or otherwise
maintain health insurance coverage, they did not initially address the inefficient and costly manner in which
the Medicaid population tends to access healthcare. Medicaid recipients in non-managed care programs
typically have not sought preventive care or routine treatment for chronic conditions, such as asthma and
diabetes. Rather, they have sought healthcare in hospital emergency rooms, which tends to be more expensive.
As a result, many states have found that the costs of providing Medicaid benefits have increased while the
medical outcomes for the recipients remained unsatisfactory.

Since the early 1980s, increasing healthcare costs, combined with significant growth in the number of
Medicaid recipients, have led many states to establish Medicaid managed care initiatives. Additionally, a
number of states are designing programs to cover the rising number of uninsured Americans. The US Census
Bureau estimated there were 45.7 million Americans in 2007 that lacked health insurance. Continued pressure
on states’ Medicaid budgets should cause public policy to recognize the value of managed care as a means of
delivering quality healthcare and effectively controlling costs. A growing number of states have mandated that
their Medicaid recipients enroll in managed care plans. Other states are considering moving to a mandated
managed care approach. As a result, a significant market opportunity exists for managed care organizations
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with operations and programs focused on the distinct socio-economic, cultural and healthcare needs of the
uninsured population and the Medicaid, SCHIP, Foster Care and ABD populations. We believe our approach
and strategy enable us to be a growing participant in this market.

OUR COMPETITIVE STRENGTHS

Our multi-line managed care approach is based on the following key attributes:

Strong Historic Operating Performance. We have increased revenues as we have grown in existing
markets, expanded into new markets and broadened our product offerings. We entered the Wisconsin
market in 1984, the Indiana market in 1995, the Texas market in 1999, the Ohio market in 2004, the
Georgia market in 2006, and the South Carolina market in 2007. We have increased our membership
through participation in new programs in existing states. For example, in 2008, we began operations
in the Texas Foster Care program and began serving Acute Care members in the Yavapai county of
Arizona. We have also increased membership by acquiring Medicaid businesses, contracts and other
related assets from competitors in existing markets, most recently in South Carolina in 2007. Our
Medicaid Managed Care membership totaled approximately 1.2 million as of December 31, 2008.
For the year ended December 31, 2008, we had revenues of $3.4 billion, representing a 40%
Compound Annual Growth Rate, or CAGR, since the year ended December 31, 2004. We generated
total cash flow from operations of $222.0 million and net earnings of $84.2 million for the year
ended December 31, 2008.

Medicaid Expertise. Over the last 20 years, we have strived to develop a specialized Medicaid
expertise that has helped us establish and maintain relationships with members, providers and state
governments. We have implemented programs developed to achieve savings for state governments
and improve medical outcomes for members by reducing inappropriate emergency room use,
inpatient days and high cost interventions, as well as by managing care of chronic illnesses. Our
experience in working with state regulators helps us implement and deliver programs and services
efficiently and affords us opportunities to provide input regarding Medicaid industry practices and
policies in the states in which we operate. We work with state agencies on redefining benefits,
eligibility requirements and provider fee schedules in order to maximize the number of uninsured
individuals covered through Medicaid, SCHIP, Foster Care and ABD and expand these types of
benefits offered. Our approach is to accomplish this while maintaining adequate levels of provider
compensation and protecting our profitability.

Diversified Business Lines. We continye to broaden our service offerings to address areas that we
believe have been traditionally underserved by Medicaid managed care organizations. In addition to
our Medicaid and Medicaid-related managed care services, our service offerings include behavioral
health, individual health insurance, life and health management, long-term care programs, managed
vision, nurse triage and pharmacy benefits management. Through the utilization of a multi-business
line approach, we are able to diversify our revenues and help control our medical costs.

Localized Approach with Centralized Support Infrastructure. We take a localized approach to
managing our subsidiaries, including provider and member services. This approach enables us to
facilitate access by our members to high quality, culturally sensitive healthcare services. Our systems
and procedures have been designed to address these community-specific challenges through outreach,
education, transportation and other member support activities. For example, our community outreach
programs work with our members and their communities to promote health and self-improvement
through employment and education on how best to access care. We complement this localized
approach with a centralized infrastructure of support functions such as finance, information systems
and claims processing, which allows us to minimize general and administrative expenses and to
integrate and realize synergies from acquisitions. We believe this combined approach allows us to
efficiently integrate new business opportunities in both Medicaid and specialty services while
maintaining our local accountability and improved access.
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Specialized and Scalable Systems and Technology. Through our specialized information systems, we
work to strengthen relationships with providers and states which help us grow our membership base.
We continue to develop our specialized information systems which allow us to support our core
processing functions under a set of integrated databases, designed to be both replicable and scalable.
Physicians can use claims, utilization and membership data to manage their practices more
efficiently, and they also benefit from our timely payments. State agencies can use data from our
information systems to demonstrate that their Medicaid populations receive quality healthcare in an
efficient manner. These systems also help identify needs for new healthcare and specialty programs.
We have the ability to leverage our platform for one state configuration into new states or for health
plan acquisitions. Our ability to access data and translate it into meaningful information is essential
to operating across a multi-state service area in a cost-effective manner.

OUR BUSINESS STRATEGY

Our objective is to become the leading multi-line healthcare enterprise focusing on the uninsured
population and state funded healthcare initiatives. We intend to achieve this objective by implementing the
following key components of our strategy:

Increase Penetration of Existing State Markets. We seek to continue to increase our Medicaid
membership in states in which we currently operate through alliances with key providers, outreach
efforts, development and implementation of community-specific products and acquisitions. In 2006,
we were awarded two regions in connection with Ohio’s statewide restructuring of its Medicaid
managed care program, expanding the number of counties we serve from three to 27. We also were
awarded a Medicaid ABD contract in four regions in Ohio. In Texas, we expanded our operations to
the Corpus Christi market in 2006, began managing care for ABD recipients in February 2007 and
began operations in the Foster Care program in April 2008. In Arizona, we began serving members
within a long-term care plan in 2006 and within an acute care plan in 2008. In 2008, we began
serving Medicare members within Special Needs Plans in Arizona, Ohio, Texas and Wisconsin. We
may also increase membership by acquiring Medicaid businesses, contracts and other related assets
from our competitors in our existing markets or by enlisting additional providers. For example, in
2005 and 2006, we acquired certain Medicaid-related assets in Ohio.

Diversify Business Lines. 'We seek to broaden our business lines into areas that complement our
existing business to enable us to grow and diversify our revenue. We are constantly evaluating new
opportunities for expansion both domestically and abroad. For instance, in July 2008, we completed
the acquisition of Celtic Insurance Company, or Celtic, a national individual health insurance
provider, in October 2006, we commenced operations under our managed care program contracts to
provide long-term care services in Arizona, and in January 2006, we completed the acquisition of US
Script, a pharmacy benefits manager. We are also considering other premium based or fee-for-service
lines of business that would provide additional diversity. We employ a disciplined acquisition strategy
that is based on defined criteria including internal rate of return, accretion to earnings per share,
market leadership and compatibility with our information systems. We engage our executives in the
relevant operational units or functional areas to ensure consistency between the diligence and
integration process.

Address Emerging State Needs. We work to assist the states in which we operate in addressing the
operating challenges they face. We seek to assist the states in balancing premium rates, benefit levels,
member eligibility, policies and practices, and provider compensation. For example, in 2008, we
began operating under a contract with the Texas Health and Human Services Commission for
Comprehensive Health Care for Children in Foster Care, a new statewide program providing managed
care services to participants in the Texas Foster Care program. In 2005, we began performing under
our contracts with the State of Arizona to facilitate the delivery of mental health and substance abuse
services to behavioral health recipients in Arizona. Effective January 1, 2005, we were awarded a
behavioral health contract to serve SCHIP members in Kansas. By helping states structure an
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appropriate level and range of Medicaid, SCHIP and specialty services, we seek to ensure that we are
able to continue to provide those services on terms that achieve targeted gross margins, provide an
acceptable return and grow our business.

Develop and Acquire Additional State Markets. We continue to leverage our experience to identify
and develop new markets by seeking both to acquire existing business and to build our own -
operations. We expect to focus expansion in states where Medicaid recipients are mandated to enroll

‘in managed care organizations, because we believe member enrollment levels are more predictable in

these states. For example, effective June 1, 2006, we began managing care for Medicaid and SCHIP
members in Georgia. In addition, we focus our attention on states converting to a full-risk, managed
care model. For example, in 2007, we entered the South Carolina market and we participated in the
state’s conversion to at-risk managed care. In February 2009, we began managed care operations in
Florida through conversion of members in certain counties from Access Health Solutions to at-risk
managed care in Sunshine State. Health Plan, through our new state contract.

Leverage Established Infrastructure to Enhance Operating Efficiencies. We intend to continue to
invest in infrastructure to further drive efficiencies in operations and to add functionality to improve
the service provided to members and other organizations at a low cost. Our centralized functions
enable us to add members and markets quickly and economically. :

Maintain Operational Discipline. 'We monitor our cost trends, operating performance, regulatory
relationships and the Medicaid political environment in our existing markets. We seek to operate in
markets that allow us to meet our internal metrics including membership growth, plan size, market
leadership and operating efficiency. We may divest contracts or health plans in markets where the
state’s Medicaid environment, over a long-term basis, does not allow us to meet our targeted
performance levels. We use multiple techniques to monitor and reduce our medical costs, including
on-site hospital review by staff nurses and involvement of medical management and finance
personnel in significant cases. Our financial management teams evaluate the financial impact of
proposed changes in provider relationships. We also conduct monthly reviews of member demograph-
ics for each health plan.

MEDICAID MANAGED CARE

Health Plans

We have regulated subsidiaries offering healthcare services in each state we serve. The table below
provides summary data for the state markets we currently serve:

First Year of
Operations
Under the Counties Served at  Market Membership at

State Local Heﬁlth Plan Name Company December 31, 2008 Share V December 31, 2008
Florida® Sunshine State Health Plan 2009 — — —
Georgia Peach State Health Plan , 2006 90 29.4% 288,300
Indiana Managed Health Services 1995 92 30.0% 175,300
New Jersey®  University Health Plans 2002 20 6.7% 55,200
Ohio Buckeye Community Health Plan 2004 43 9.9% 133,400
South Carolina  Absolute Total Care 2007 42 9.7% 31,300
Texas - Superior HealthPlan 1999 242 23.4% 431,700
Wisconsin Managed Health Services 1984 33 15.8% 124,800

(1) Represents Medicaid and SCHIP membership as of December 31, 2008 as a percentage of total eligible Medicaid and SCHIP members in each state.
ABD programs are excluded.
(2) We began membership operations in Florida in February 2009.

(3) In November 2008, we announced our intention to sell University Health Plans. As a result, this plan is presented as discontinued operations in our con-
solidated financial statements, however as of December 31, 2008, the plan was still operated by Centene Corporation.

8



All of our revenue is derived from operations within the United States and its territories. We generally
receive a fixed premium per member per month pursuant to our state contracts. Our medical costs have a
seasonality component due to cyclical illness, for example cold and flu season, resulting in higher medical
expenses beginning in the fourth quarter and continuing throughout the first quarter of each year. Our managed
care subsidiaries in Georgia, Ohio, and Texas had revenues from their respective state governments that each
exceeded 10% of our consolidated total revenues in 2008. Other financial information about our segments is
found in Note 20, Segment Information, of our Notes to Consolidated Financial Statements and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations™ included elsewhere in this Annual
Report on Form 10-K.

Benefits to States

Our ability to establish and maintain a leadership position in the markets we serve results primarily from
our demonstrated success in providing quality care while reducing and managing costs, and from our
specialized programs in working with state governments. Among the benefits we are able to provide to the
states with which we contract are:

«  Significant cost savings compared to state paid reimbursement for services. 'We bring bottom-line
management experience to our health plans. On the administrative and management side, we bring
experience including quality of care improvement methods, utilization management procedures, an
efficient claims payment system, and provider performance reporting, as well as managers and staff
experienced in using these key elements to improve the quality of and access to care.

«  Data-driven approaches to balance cost and verify eligibility. Our Medicaid health plans have
conducted enrollment processing and activities for state programs since 1984. We seek to ensure
effective enrollment procedures that move members into the plan, then educate them and ensure they
receive needed services as quickly as possible. Our IT department has created mapping/translation
programs for loading membership and linking membership eligibility status to all of Centene’s
subsystems.

Establishment of realistic and meaningful expectations for quality deliverables. 'We have collabo-
rated with state agencies in redefining benefits, eligibility requirements and provider fee schedules
with the goal of maximizing the number of individuals covered through Medicaid, SCHIP, Foster
Care and ABD programs.

«  Managed care expertise in government subsidized programs. Our expertise in Medicaid has helped us
establish and maintain strong relationships with our constituent communities of members, providers
and state governments. We provide access to services through local providers and staff that focus on
the cultural norms of their individual communities. To that end, systems and procedures have been
designed to address community-specific challenges through outreach, education, transportation and
other member support activities.

«  Improved medical outcomes. We have implemented programs developed to achieve savings for state
governments and improve medical outcomes for members by reducing inappropriate emergency room
use, inpatient days and high cost interventions, as well as by managing care of chronic illness.

Timely payment of provider claims. We are committed to ensuring that our information systems and
claims payment systems meet or exceed state requirements. We continuously endeavor to update our
systems and processes to improve the timeliness of our provider payments.

+  Cost saving outreach and specialty programs. Our health plans have adopted a physician-driven
approach where network providers are actively engaged in developing and implementing healthcare
delivery policies and strategies. This approach is designed to eliminate unnecessary costs, improve
services to members and simplify the administrative burdens placed on providers.

*  Responsible collection and dissemination of utilization data. We gather utilization data from
multiple sources, allowing for an integrated view of our members’ utilization of services. These
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sources include medical, vision and behavioral health claims and encounter data, pharmacy data,
dental vendor claims and authorization data from the authorization and case management system
utilized by us to coordinate care.

Timely and accurate reporting. Our information systems have reporting capabilities which have
been instrumental in identifying the need for new and/or improved healthcare and specialty programs.
For state agencies, our reporting capability is important in demonstrating an auditable program.

Member Programs and Services

We recognize the importance of member-focused delivery of quality managed care services. Our locally-
based staff assist members in accessing care, coordinating referrals to related health and social services and
addressing member concerns and questions. While covered healthcare benefits vary from state to state, our
health plans generally provide the following services:

primary and specialty physician care . transportation assistance

inpatient and outpatient hospital care . vision care

emergency and urgent care . dental care

prenatal care . immunizations

laboratory and x-ray services . prescriptions and limited over-the-
home health and durable medical counter drugs

equipment . therapies

behavioral health and substance . social work services

abuse services
24-hour nurse advice line

We also provide the following education and outreach programs to inform and assist members in
accessing quality, appropriate healthcare services in an efficient manner:

MemberConnections is a community face-to-face outreach and education program designed to create
a link between the member and the provider and help identify potential challenges or risk elements
to a member’s health, such as nutritional challenges and health education shortcomings. Member-
Connections representatives also contact new members by phone or mail to discuss managed care,
the Medicaid program and our services. Our MemberConnections representatives make home visits,
conduct educational programs and represent our health plans at community events such as health
fairs.

Start Smart For Your Baby is a prenatal and infant health program designed to increase the
percentage of pregnant women receiving early prenatal care, reduce the incidence of low birth weight
babies, identify high risk pregnancies, increase participation in the federal Women, Infant and
Children program, prevent hospital admissions in the first year of life and increase well-child visits.
The program includes risk assessments, education through face-to-face meetings and materials,
behavior modification plans, assistance in selecting a provider for the infant and scheduling newborn
follow-up visits.

EPSDT Case Management is a preventive care program designed to educate our members on the
benefits of Early and Periodic Screening, Diagnosis and Treatment, or EPSDT, services. We have a
systematic program of communicating, tracking, outreach, reporting and follow-through that promotes
state EPSDT programs.

Life and Health Management Programs are designed to help members understand their disease and
treatment plan and improve their wellness in a cost effective manner. These programs address
medical conditions that are common within the Medicaid population such as asthma, diabetes and
pregnancy. Our Specialty Services segment manages many of our life and health management
programs. Our ABD program uses a proprietary assessment tool that effectively identifies barriers to
care, unmet functional needs, available social supports and the existence of behavioral health

10



conditions that impede a member’s ability to maintain a proper health status. Care coordinators
develop individual care plans with the member and healthcare providers ensuring the full integration
of behavioral, social and acute care services. These care plans, while specific to an ABD member,
incorporate “Condition Specific” practices in collaboration with physician partners and community
resources.

Providers

For each of our service areas, we establish a provider network consisting of primary and specialty care
physicians, hospitals and ancillary providers. As of December 31, 2008, the health plans we operated
contracted with the following number of physicians and hospitals:

Primary Care Specialty Care

Physicians Physi Hospital!

Georgia 3,256 9,620 151
Indiana 914 3,209 79
New Jersey V) 1,204 4,362 63
Ohio 2,200 8,396 122
South Carolina 592 1,095 19
Texas 7,633 18,373 382
Wisconsin 1,857 4,985 61

Total 17,656 50,040 877

(1) In November 2008, we announced our intention to sell University Health Plans. As a result, this plan is presented as discontinued
operations in our consolidated financial statements, however as of December 31, 2008, the plan was still operated by Centene
Corporation.

Our network of primary care physicians is a critical component in care delivery, management of costs and
the attraction and retention of new members. Primary gare physicians include family and general practitioners,
pediatricians, internal medicine physicians and obstetricians and gynecologists. Specialty care physicians
provide medical care to members generally upon referral by the primary care physicians. Specialty care
physicians include, but are not limited to, orthopedic surgeons, cardiologists and otolaryngologists. We also
provide education and outreach programs to inform and assist members in accessing quality, appropriate
healthcare services.

Our health plans facilitate access to healthcare services for our members primarily through contracts with
our providers. Our contracts with primary and specialty care physicians and hospitals usually are for one to
two-year periods and renew automatically for successive one-year terms, but generally are subject to
termination by either party upon 90 to 120 days prior written notice. In the absence of a contract, we typically
pay providers at state Medicaid reimbursement levels. We pay physicians under a fee-for-service, capitation
arrangement, or risk-sharing arrangement.

»  Under our fee-for-service contracts with physicians, particularly specialty care physicians, we pay a
negotiated fee for covered services. This model is characterized as having no financial risk for the
physician. In addition, this model requires management oversight because our total cost may increase
as the units of services increase or as more expensive services replace less expensive services. We
have prior authorization procedures in place that are intended to make sure that certain high cost
diagnostic and other services are medically appropriate.

»  Under our capitated contracts, primary care physicians are paid a monthly fee for each of our
members assigned to his or her practice and are at risk for all costs associated with primary and
specialty physician and emergency room services. In return for this payment, these physicians provide
all primary care and preventive services, including primary care office visits and EPSDT services. If
these physicians also provide non-capitated services to their assigned members, they may receive
payment under fee-for-service arrangements at standard Medicaid rates.
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